, tax voluntary employaes. beneticisrg assoczations providing tor the. pnynent

- p@'ivate sharaholder., :

CERTIFIED MAIL DEC™5 1989

Dear Sir or Kadaa:

Yo have considared your application for recognition of exenptidﬁ from
Federsl income tax under section 50i{c) (9} of tha Internal Revenue Code.

The information submitted indicates that you wers incorporated on N
_ under the General Corporation Lavw of .

Yout stated purpose is to pronde nanagament services for the Bospitality
Industry. MHanagemsnt services are provided under a contractual. arrangemssnt
aada between_ apd the owners of the hotels.

?ou ‘are not a membership organization.

Income is derived froa teem charged for your managerial serviceu and
interest. You. are also authorized to issue _ shares of’ etock, of vhich
"l sharas have ‘been iasued and are’outstanding, - Neither: -your Articles of .
" Incorporation nor By-lnws preclude the: paynent ot dividends t

; sh&reholders. L :

' “‘.Section 501 (c) (9) ot the Internal Revenne Code exenpts Iron Pederal ~incoaa

-of life, sick‘ "accident, or other bemefits to thid members of such
, association o their dependents, 1f no part of -the nst earninqs ot such
. apsociation’ inures {other. than through such payments) to th@ benetit ot any

Section 1..;03_.(;:) (9) (1) of the Invome Tax. nequlationa statge zo:(- S
... organization:toiba described in.section 501(c) (9). it austf‘aae al.l -of: ¢
- tollowing tequireuenta*~ o ’

{a) -The otqanization is an eeployees associaticn, ‘
(b} Henbership in the association is vo]unt&ry, A

(c) The otganization provides for the paymeut of life, sick, accident, -
or other benafits to its members or their dependeats or designated -



‘A;;made, vould constltute inurement to shareholders.

beneficiaries, and substantially all of its operaticns are in
furthkerance of »roviding such benefits; and

(@) Mo part of the net carnings of the organization inures, other than
by payment of benefits referred to in paragraph {c) of this
saction, to “he benefit of any private shareholder or individual.

. Saction 1.501{c) (9}~-2{2) (1) of the Income Tax Rcculation furthér states
that there must be an eatity, such as a corpoqtion or trust eetabllshed
under applicable local law, having an existence independent of the
pmenber—-employecs or their employer.

Your organization is ot an association of employees. Enmployees are not
members. There are no objective standards or requirements for membership,
bscause your organization is not a membership organization.

The primary purpose for which you were organized is to provide managerial
services to various hotels, so that they may maximize market share and
rates. Although you provide employee welfare benefits, you are the
employer, and there is no eviderce of an independent existence of the
_welfare benefits as a voluntary employse beneficiary association as
required by Income Tax Regulation 1.501(c){9)-2(c)(1).

Dividgﬁds may:bé:dedlared and paid to shareholders. Shareholders would
share in the distribution of assets upon dissolution. Such paynants. it

Based on the 1nformatiou subultued, exenpt status will not be recognzzed
under Internal Revenue Code sect1on 501(c) (9). )

Until you have establishad an tazx exempt <tatus you are’ not’ relieved of ;Q“'”
- the requirements for tlling Federal income tax returns on Fsrm 1120,

If a separate entity is created for-admipistratidn of the welfare benecfits
under a separate written plan, the entity created for this purpose should
apply vithin 15 months following the month of formation. .This does not
u}zmply any part1cu1ar advantage to such separation. ’

"If you do not accept our f1nd1ngs ‘wve recommend that you request a. i
conference with a member of our Regional Office of Appeals. Your request
for a conference should inciude a written appeal giving the facts, law and.
any other information to support your position as explained im the emclosad




v
e

Publication 892. You will then be contacted to arrange a date for a
conference. The conference msy be held at the Regional Office or, if you
request, at any mutually conveaient District Office. If we do not hear

from you within 30 days of the date of this letter, this determination will
become final.

Sincarely vours,

District Director
Enclosure: Publication 8§92




